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CHAPTER I 
INTRODUCTION
Tourism, an in du s try  which appears to  be a natura l economic 
fo r te  f o r  Montana, is  o ften  misunderstood. Here, according to 
common b e l ie f ,  is  an area where rap id economic growth may occur 
and a c o n tr ib u t io n  toward so lv ing  Montana's economic problems 
may be made.
The primary ob jec tives  o f  th is  paper are to g ive: (1) an
eva luation o f  Montana's economy as i t  now e x is ts  by o u t l in in g  the 
major sources o f  income to  her res idents and the trends th e re in , and 
(2) a de sc r ip t ion  o f  the impact t o u r is t  trade may make on th is  
economy. The in te n t io n  w i l l  be to view the general economic impact 
o f  t o u r is t  trade on the s ta te 's  economy ra th e r than po in t out 
b e t te r  areas o f  endeavor fo r  in -s ta te  entrepreneurs.
The Need fo r  a Paper Such as This
The b e l ie f  held by State agencies, p o l i t i c ia n s ,  p r iva te  
entrepreneurs, and Chamber o f Commerce members th a t  the S ta te 's  
natura l grandeur is  a l l  th a t  is  necessary to persuade to u r is ts  to 
come to  Montana is  a common misconception. G lac ie r National Park, 
important entrances to Yellowstone Park, numerous national fo re s ts ,  
s ta te  parks and many rec rea tiona l o p po rtun it ies  form the base fo r  
th is  b e l ie f .  However, in a d d it ion  to these in g re d ie n ts ,  other 
fa c to rs  are necessary to provide a s tronge r, broader base fo r  the
Reproduced with permission of the copyright owner. Further reproduction prohibited without permission.
t o u r i s t  in d u s try .  Among the most important o f  these are large 
popula tion areas, disposable income, le is u re - t im e  and m o b il i ty  o f 
to u r is t s .  These and o ther aspects o f  the indus try  w i l l  be explained 
through the remainder o f  the paper.
The in te n t io n  o f  th is  paper is  not to  discount t o u r is t  trade 
per se. Western s ta tes such as C a l i fo rn ia ,  Washington, and Nevada 
are a l l  a c t iv e ly  engaged in  ca te r ing  to the t o u r is t  and sales to 
to u r is ts  are considerable. But, these sta tes depend on d i f fe re n t  
economic foundations th a t  Montana. Montana is  in  the ea rly  stages 
o f  economic growth and appears to  be moving from a heavy re liance  
on the "e x t ra c t iv e " ,  na tura l resource in d u s tr ie s ,  whereas C a l i fo rn ia ,  
Washington and Nevada have economies o f  an in d u s t r ia l  nature. I t  is  
in  Montana's best in te re s t  to develop in d u s tr ie s  th a t w i l l  a id and 
not hinder her t r a n s i t io n  from an agrarian economy.
Because o f  the uniqueness o f  the problems inherent in  an 
e x t ra c t iv e  economy we must c lo se ly  analyze Montana's economic 
c h a ra c te r is t ic s  and compare them to the c h a ra c te r is t ic s  o f  her 
s is te r  s ta tes .
The Problem Involved
In Montana, where laborers are moving from the t ra d i t io n a l  
bulwarks o f  the s ta te 's  employment to new occupations, there may be 
now o r in  the fu tu re  a problem o f too heavy re liance  on catering 
to the needs o f  to u r is ts  as a source o f  income fo r  Montana res iden ts . 
An eva lua tion  is  needed o f the assumption th a t t o u r is t  trade is  one 
o f  the eas iest and quickest roads to economic growth. Recognizing 
the value o f tourism to th is  s ta te ,  heavy re l ia nce  on th is  indus try
Reproduced with permission of the copyright owner. Further reproduction prohibited without permission.
3
over a long period o f time w ith  slow development and growth in 
o ther economic areas may serve to accentuate ra the r than a l le v ia te  
Montana's economic problems o f  low per cap ita  income, seasonality  
o f  employment, lack o f  w e ll-pay ing  jo bs , and lack o f  jobs demanding 
s k i l le d  and/or educated young employees.
Methodology
Research fo r  the w r i t in g  o f  th is  paper w i l l  be a l l  secondary 
in  nature. Much in fo rm ation  can be gleaned from pub lica tions  such 
as Five Years o f  T o u r is t  Studies in  Montana, Montana Tou ris t Survey: 
1958, Montana Travel Study, Montana Business Q u a rte r ly , and a lso , a 
pro fess iona l paper on tourism fo r  a Master's Degree a t the Univer­
s i t y  o f  Montana.
The reason no primary research was done is  th a t th is  work 
has already been accomplished. The Montana Travel Study o f  1964 
records recent sample surveys s u ita b le  fo r  th is  paper. Heavy 
re l iance  w i l l  be placed on th is  study as well as s ta te  and federal 
government pu b l ica t io n s .
Reproduced with permission of the copyright owner. Further reproduction prohibited without permission.
CHAPTER I I  
THE ECONOMY OF MONTANA
In Relation to Other States
Even a most s u p e r f ic ia l  comparison o f  f igu res  dealing w ith  
income and popu la tion growth in  Montana and the nation w i l l  reveal 
th a t  Montana's economic p o s it io n  has been d e c l in in g ,  r e la t iv e ly ,  
f o r  about the la s t  two decades. Per cap ita  income o f  Montanans, 
which economists genera lly  accept as an in d ic a to r  o f economic w e l l ­
being, exceeded th a t  o f  both the United States and the Rocky Mountain 
states in  1948. By 1958, the United States average topped th a t o f  
Montana by nine d o l la rs  and th is  d if fe ren ce  amount had increased to 
$394 per person in  1967. In a d d it io n ,  the Rocky Mountain s ta te s ' 
average exceeded th a t o f  Montana fo r  the same year—with  only Idaho 
and Utah ranked below Montana.^
Population growth, a necessary ing red ien t fo r  economic 
development, is  another area in  which Montana has lagged behind the 
na tiona l growth ra te . Between 1958 and 1966, the population fo r  the 
United States increased roughly 12.5% and th a t  o f  Montana 5.5%.
Viewed annua lly , the United States fo r  the years 1960-66 had an average
2
annual percent increase o f  1.4% in  comparison to Montana's 0.6%.
^U.S. O ff ice  o f  Business Economics, Survey o f Current 
Business, August 1968, Vol. 48, No. 8, Table I I ,  p. 15.
2u.S. Bureau o f the Census, S ta t is t ic a l  Abstract o f  the 
United States: 1967 (88th E d it io n ) ,  Washington D.C., 1967, p. 12.
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Labor trends w ith in  Montana's major sources o f  income can 
p a r t ly  exp la in  her poor growth in so fa r  as per cap ita  income is con­
cerned. Although each means o f  l iv e l ih o o d  w i l l  be viewed more care­
f u l l y  in  fo l lo w in g  segments o f  th is  paper, i t  is  s u f f ic ie n t  to  say
now th a t  fo r  Montana the years 1956-66 saw an increase in non-
a g r ic u l tu ra l  employment o f  only 10%,^ as compared to 20% fo r  the 
n a t io n .4 More s ig n i f i c a n t  is  the change in the type o f  employment 
th a t  has occurred over these same years; the number o f  employees 
working in  the highest paid in d u s try ,  m ining, decreased by about 40% 
w h ile  the greatest increases took place in government (47%) and 
services (23%), both o f  which provide r e la t iv e ly  low average annual
5
i ncomes.
Perhaps the major weakness in  Montana's economy is  her lack 
o f  manufacturing in d u s tr ie s -- th o s e  o rd in a r i ly  characterized by 
year-round employment and high wages. In Montana, in  1960, we f in d  
on ly e igh t percent o f  the labor force occupied in  these types o f  in ­
du s tr ies  and th is  is to  be compared w ith  a f ig u re  approaching 25% 
fo r  the na t ion .^
H is to r ic a l ly  an Agrarian Economy
H is to r ic a l ly ,  Montana has been a r u r a l ,  agrarian s ta te . For 
example, in  the years 1950 and 1960, the s ta te  had 56% and 49%,
^Montana Department o f  Planning and Economic Development, 
Montana S ta t is t ic a l  Review 1967 (Montana Unemployment Compensation 
Commission), p. lb.
^S ta t is t ic a l  Abstract o f  the United States: 1967, p. 221.
SMontana S ta t is t ic a l  Review 1967, p. 15.
Gib i d . , p. 15.
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re s p e c t iv e ly ,  o f  her to ta l  population represented by ru ra l in ­
ha b ita n ts . The United States average was 36% and 30.1% in respec­
t iv e  years .^  These f igu res  not only demonstrate the large number 
o f  people l i v in g  in  the country but they also reveal a continued 
m ig ra tion  from ru ra l to urban centers.
In terms o f  d o l la r  amounts, the s ize o f  income from a g r ic u l­
tu re  in  re la t io n  to o ther sources can be seen from Table 1. Any 
s ta te  w ith  such a dependence on a g r ic u l tu ra l  products fo r  income is  
au tom atica lly  suscep tib le  to inclement weather and market conditions 
where prices are maintained to a la rge degree through government 
ac t io n . These fa c to rs  cause marked f lu c tu a t io n s  in  annual income 
from a g r ic u ltu re  which may become as high as 16% fo r  the years 
1960-1961 and 14% fo r  the years 1961-1962.
Not only does a g r ic u l tu ra l  income in  Montana vary from year 
to year, but th is  l iv e l ih o o d  seems to  accentuate seasonal employ­
ment and low income. In January 1966, there were 28.6 thousand 
employed in  a g r ic u l tu ra l  work as compared to 53.1 thousand in  Ju ly  
o f  the same yea r--rough ly  an 85% change. S ta r t in g  in  January, the 
to ta l  employment f ig u re  climbs monthly through Ju ly  which marks the 
beginning o f  a decreasing trend. In 1956, the rea lized  net income 
per farm fo r  the s ta te  was $5,839. This f ig u re  decreased to  $4,910
y
U.S. Bureau o f the Census, Census o f  Population: 1960
(U.S. Summary), pp. 1-36, 1-29.
O
Unemployment Compensation Commission o f  Montana, Th ir ty - 
F i r s t  Annual Report on Employment Security  in Montana (For the 
F iscal Year Ended June 30, 1967), p.  19. ' ~
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MAJOR SOURCES OF INCOME IN MONTANA 
(As Cited in Montana S ta t is t ic a l  Review 1967)
Agricu lture^ Mining^ Lumber*' Manufacturing*^ Construction^
1967 $557,067 $186,523 N/A N/A $268,944
1966 571,990 245,268 $105,544 N/A 220,409
1965 472,124 228,159 95,217 $284,809 218,572
1964 426,892 211,435 88,915 273,841 184,655
1963 445,435 182,018 95,056 236,230 153,962
1962 433,326 190,657 89,267 229,148 192,543
1961 379,318 183,344 79,942 212,621 194,616
1960 442,986 178,854 80,072 205,626 133,438
1959 441,277 167,328 86,043 217,985 134,113
1958 455,289 176,728 70,658 191,245 161,864
1957 415,350 191,750 61,281 202,479 139,069
1956 426,812 213,781 81,001 257,016 213,965
Q. aTotal cash receipts from farm marketings and government payments, U.S. 
Department of A g ricu ltu re , S ta t is t ic a l  Reporting Service.
bvalue of mineral production, U.S. Department of In te r io r ,  Bureau o f Mines 
Mineral Industry Surveys, Montana.
cvalue o f lumber produced. State Department o f Planning and Economic Develop­
ment, from information supplied by Western Wood Products Association, Portland, Oregon,
dvalue added by manufacture, U.S. Department o f Commerce, Annual Survey of 
Manufacturers.
^Value o f contracts le t .  Bureau of Business and Economic Research, Univers ity  
o f Montana, Missoula.
in  1963, $4,197 in 1964, and $5,219. in  1965. I t  should be
9
pointed out tha t in  1966 th is  f ig u re  increased to $7,630.
The to ta l  number o f  farms in  Montana is  decreasing, the 
average s ize  o f the farm is  inc reas ing , and the development o f  
mechanization is  occurring  ra p id ly .  Fewer laborers are needed on 
the s ta te 's  farms and ranches as they become more and more ca p ita l 
in te n s ive . The widening gap between prices received fo r  farm 
produce and the p r ice  o f  manufactured goods is  tak ing i t s  t o l l .
Mining
Table 1 w i l l  a lso reveal the importance o f  mining to Montana. 
M ining, l i k e  a g r ic u l tu re ,  is  a changing in d u s try .  A ffected not 
only by c r ip p l in g  s t r ik e s  (which in  1967 alone helped cause an 
annual average exodus from Montana mines o f 1.6 thousand workers 
or 33.3% o f  the 1966 annual average employment f ig u re )^ ^  th is  
in du s try  is  faced w ith  a need fo r  operating e f f ic ie n c y .  E ff ic ie n cy  
is  being obtained through mechanization and automation, which 
re s u lts  in  less demand fo r  labo r. D r i f t  mining w ith  the concomitant 
ra ises and/or shafts  is  being replaced by open-p it operations.
This releases men from the mines and helps make the industry  more 
ca p ita l in te n s ive . S ca rc ity  o f  re a d i ly  accessib le minerals and 
increased competition from la rge operators are c los ing  smaller
^Montana S ta t is t ic a l  Review 1968, p. 3.
^^Thirty-Second Annual Report on Employment Security  in 
Montana, p. 18.
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12
i n e f f i c ie n t  opera tions. These fa c to rs  have helped cause average 
annual employment in  metal mining to decrease from roughly 7,000 
workers a t  the beginning o f  1950 to  approximately 2,700 in  December 
o f  1968 (a 61% decrease).
Wood Products
In a d d it ion  to a g r ic u l tu re  and metal m ining, lumber rounds 
out the three main h is to r ic a l  foundations o f  Montana's economy.
This is  by fa r  the most important manufacturing indus try  w ith in  
the s ta te  counting 41% o f  the to ta l  people employed in  manufacturing.
B e tte r than 26% o f  value added by manufacturing is  a t t r ib u ta b le  to
13lumber and wood products.
Wood products have two s ig n i f i c a n t  c h a ra c te r is t ic s  th a t 
reduce i t s  b e n e f i t  to  the s ta te 's  economy. The f i r s t  is  in te re s t  
ra te s . The lumber in du s try  is  hard h i t  by t i g h t  money which decreases 
the amount o f  money a va ila b le  fo r  mortgage loans. The p r in c ip a l 
impact o f  money shortages is  o ften  on construc tion  o f  s in g le ­
fa m ily  homes, which represents the la rg e s t  market f o r  lumber and 
plywood. This depressing e f fe c t  on the p r ice  o f  manufactured 
lumber causes the c lo s in g  o f  many lumber and plywood plants th a t
^^Montana State Employment Serv ice, Montana Labor Market 
(D iv is io n  o f  Unemployment Compensation Commission o f Montana), 
1950-1968.
T^Montana S ta t is t ic a l  Review 1968, p. 29.
^ ^ Ib id . ,  p. 29.
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operate on ly when the prices warrant. The second aspect is  
seasona lity .  Like a g r ic u l tu re ,  much o f  the work done is  governed by 
what the weather a llows. Employment can f lu c tu a te  as much as 25% from 
the low to h ig h - a c t iv i t y  months.
On the p o s it iv e  s ide o f  the lumber indus try  in  the s ta te  is  
the fa c t  th a t  th is  is  one area where growth is  occurr ing . Employ­
ment during the summer months is  not decreasing and is  somewhat 
s tab le . Montana's to ta l  lumber production from 1956-1965 is  on 
the upswing w ith  the 1966 to ta l  e c l ip s in g  a l l  previous years.
Contract Construction
Contract co n s tru c t io n , an indus try  showing in  recent years 
a steady increase in  income, e x h ib its  many o f  the same cha rac te r is ­
t ic s  as the lumber in d u s try .  Employment is  not increasing on the 
average from what i t  was in  1956. However, the employment f igu res  
on a monthly basis can reach close to 15,000 in  August and then 
drop to s l i g h t l y  more than 7,000 the fo l lo w in g  J a n u a r y . T h i s  
seasonal f lu c tu a t io n  is  compounded by c y c l ic a l  f lu c tu a t io n s  as the 
con trac t construc tion  in d u s try  is  also c lo se ly  t ie d  to in te re s t  
ra tes.
The Economy in  T ra n s it io n
This then is  the economic foundation supporting Montana.
I t  is  a weak foundation a t best. Growth in  Montana's indus tr ies
l ^ i b i d . , p. 15.
^^Thirty-Second Annual Report on Employment Security  in 
Montana, p. 18.
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has been slow and sometimes negative because o f  t h e i r  inherent 
na ture— based upon na tura l resources. Durable goods manufacturing 
which consis ts  mainly o f  wood products has achieved some growth in 
terms o f  production f ig u re s ,  but non-durable goods manufacturing 
cannot make the same c la im . L i t t l e  growth has occurred here and the 
number o f  workers employed does not vary s ig n i f i c a n t ly  from year to 
year.
With the exception o f  non-durable goods manufacturing and 
the tra n sp o rta t io n  and u t i l i t i e s  in d u s tr ie s ,  the re s t  o f the economy 
ra re ly  deviates from the employment pa tte rn  set by the so-ca lled  
basic in d u s tr ie s  and a g r ic u l tu re .  One outcome can be seen in 
E xh ib it  1— the s ta te 's  to ta l  unemployment ra te  f lu c tu a te s  ra the r 
w i ld ly  in  comparison to th a t  o f  the United States. Another out­
come o f  th is  economic pa tte rn  is  th a t  the low wages, small population, 
and r e la t iv e ly  u n sk il le d  labor force to which i t  gives r is e  do not 
make Montana a p a r t ic u la r ly  a t t r a c t iv e  lo ca t io n  fo r  investment.
This may be a c o n tr ib u to r  to  an undesirable population trend: "A
v i t a l  segment o f  the S ta te 's  popu la tion , 25-64 age group, has been 
s te a d i ly  decreasing p ro p o r t io n a te ly  since 1950 and is  expected to 
continue to decrease in  the fu tu re .  This age group comprises the 
bulk o f  the labor force in  Montana and is  a major source o f s ta te  
revenue".
Having examined Montana's economic make-up in  past years, 
i t  is  now appropriate to p o in t  out the t ra n s i t io n a l  stage o f
^^Montana S ta t is t ic a l  Review 1968. p. 37.
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EXHIBIT 1
MONTANA'S TOTAL UNEMPLOYMENT RATE 
COMPARED WITH 
U.S. TOTAL UNEMPLOYMENT RATE 
1958-1967 INCLUSIVE
(R atio  Scale)
Percent
^^^Montana10
8
6
5
4
3
0
1958 1960 19611959 1962 1963 1964 1965 1966 1967
Source: T h ir ty - f i r s t  Annual Report on Ernployment Security In Montana
For tne Fiscal Year Ènaed June 30, 196%, Unemployment Com- 
pensation Commission, Helena, Montana, P. 42.
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Montana's present economy. Any economy re ly in g  heav ily  on e x tra c t iv e  
in d u s tr ie s  such as a g r ic u l tu re ,  m ining, and lumbering is  often 
labeled p re - in d u s t r ia l .  These economies e x h ib i t  many o f  the features 
Montana's does— th a t i s ,  seasonal employment, f lu c tu a t in g  incomes, 
low per cap ita  income, l i t t l e  population growth, and retarded 
economic growth. However, Montana appears to be escaping from 
th is  stage and emerging in to  what is  o ften ca l le d  the t ra n s i t io n a l  
s ta te .  This may be showed w ith  f igu res  in  Table 2.
Farms and mining account f o r  20.1% o f  income in  Montana but 
f o r  the United States they account only fo r  5.5%. That people are 
leaving these t r a d i t io n a l  in d u s tr ie s  can be seen from the graph. 
Manufacturing in  the United States is  almost three times la rg e r 
than in  Montana, however, th is  segment does appear to be growing 
fa s te r  (4.0%) than to ta l  income (3.0%). Government and services 
sectors are w itnessing the la rg e s t  average changes, but once again 
the trend is  s t i l l  behind th a t  o f  the United States. As a matter 
o f  fa c t  Montana is  behind the growth ra te  o f  the United States in 
a l l  areas. Nonetheless, the t r a n s i t io n  is  apparent.
Montanans who recognize the problems w ith in  the S ta te 's  
economy are concerned about the S ta te 's  economic performance and 
des ire  to see th is  t r a n s i t io n  completed. The controversy arises 
over the best method o f  engendering the needed change. Some argue 
fo r  governmental subs id ies, in  the form o f  huge tax concessions, to 
a t t r a c t  more primary in d u s tr ie s .  Others be lieve  th a t our greatest 
hope l ie s  in ob ta in ing  a major federa l government p ro je c t ,  such as 
an atomic research complex. But, o f a l l  such ideas, undoubtedly
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TABLE 2
PERCENTAGE DISTRIBUTION OF PARTICIPATING INCOME BY 
SOURCE AND THE GROWTH OF PARTICIPATING INCOME COMPONENTS 
BETWEEN 1956 AND 1965, MONTANA AND THE UNITED STATES
Average % Change 
1956 to 1965
Montana U.S. Montana U.S.
Total P a r t ic ip a t in g  Income 100.0 100.0 3.0 5.9
Farms 15.9 4.3 -  .2 2.3
Mining 4.2 1.2 -5 .3 ,6
Contract Construction 7.6 6.2 5.2 5.6
Manufacturing 11.3 30.4 4.0 5.4
Wholesale and R e ta il Trade 17.4 17.4 2.2 3.8
Finance-Insurance-Real Estate 3.9 5.2 4.8 8.8
Transp o r tâ t ion-Communi ca t io n - 
U t i l i t i e s 10.0 7.3 3.9 4.0
Services 12.1 14.1 6.0 9.6
Government 17.2 13.6 7.8 10.4
Other .4 .3 - *
Source: Montana Business Q u a rte r ly ,
"Montana in  T ra n s i t io n " ,  by Maurice Taylor.
From an a r t i c le  e n t i t le d .  
Spring 1967, p. 15.
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the one most commonly held is  th a t  the eas ies t and quickest way to 
ensure economic development is  to e x p lo i t  the growing to u r is t  in ­
dustry .
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CHAPTER I I I  
THE TOURIST INDUSTRY
A considerable amount o f  in fo rm ation has been w r i t te n  about 
t o u r is t  trade and much o f  the w r i t in g  re fe rs  to tourism as an in ­
dus try . In the 1966-68 A c t iv i t y  Report o f  the Advert is ing  Depart­
ment o f  the Montana Highway Commission, fo r  example, the statement 
" t ra v e l (meaning vacation) is  well on i t s  way to becoming the 
s ta te 's  second la rg e s t  in d u s try "  can be found. In the 1960 Travel 
Report conducted by the Planning Department o f  the Montana Highway 
Commission reference is  made to Montana's " v i s i t o r  in d u s try " .  And, 
in the Montana Travel Study prepared fo r  the Montana Highway 
Commission in  1966 a sub-top ic  is  labeled "The Montana Travel In ­
d u s try " .
Who are the people commonly re fe rred  to as to u r is ts ?  What 
progress has been made in  measuring the d o l la r  value o f tourism?
What types o f  jobs are needed to support th is  industry? And, 
what does th is  t o u r is t  trade o f fe r  the state? These are some o f  
the key questions th a t  w i l l  be discussed in the remaining sections 
o f  th is  paper.
Defin ing the Industry
Webster's d ic t io n a ry  defines a t o u r is t  as one who makes a 
journey fo r  pleasure. This describes the Montana to u r is t  to  a large 
e x te n t.  What a " journey" e n ta i ls  w i l l  be discussed in  the fo l lo w in g
Reproduced with permission of the copyright owner. Further reproduction prohibited without permission.
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paragraph, but f o r  now the word "pleasure" must be c la r i f ie d .  The 
Montana Travel Study, from re su lts  o f  surveys, gives a l i s t i n g  o f 
p r in c ip a l a c t i v i t i e s  to u r is ts  engage in fo r  pleasure. (Table 3).
A c la r i f i c a t io n  o f  the word " journey" hinges around the 
meaning o f  tourism . Tourism can be defined as the process whereby 
people t ra ve l ( journey) in  search o f  rec re a tio n . They may trave l 
from one area to the next o r stay w ith in  the same area to use the 
recrea tion  f a c i l i t i e s .  For purposes o f  th is  paper, tourism w i l l  in ­
clude both residents and non-residents o f  the s ta te . An in c lu s ive  
d e f in i t io n  such as th is  forces one to  not th in k  o f  the to u r is t  in ­
dustry  as only an export in d u s try— th a t is  "earning income from 
tra ve le rs  outside the s ta te  in a s o r t  o f  regional balance o f  pay­
ments w ith  the re s t  o f  the w o r ld " .^^
A broad de sc r ip t ion  o f the t o u r is t  indus try  su itab le  fo r  
purposes o f  th is  paper would be th a t combination o f  businesses 
attempting to  provide fo r  the t o u r is t s '  recrea tiona l and other 
needs.
Measuring the Impact o f  Tourism
The absence o f r e l ia b le  data makes any estimate of the size 
or economic impact o f  t o u r is t  d o l la rs  te n ta t iv e .  The problem is 
not so much measuring to ta l  d o l la r  expenditures by to u r is ts  as i t  
is  measuring the impact o f  tourism  on those businesses where the 
m a jo r i ty  o f  t o u r is t  spending occurs. For example, no re l ia b le  data
Bureau o f Business and Economic Research, U n ive rs ity  o f 
Montana, Montana Travel Study (Prepared fo r  Montana State Highway 
Commission), 1964, p. 1.
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TABLE 3
ACTIVITIES PARTICIPATED IN BY 
SUMMER TRAVELLERS 
{ In  Percents)
A c t iv i t y  A l l  Summer Vacationers
General Sightseeing 97.6
V is i t in g  National Parks 84.1
Taking P ictures 82.2
V is i t in g  H is to r ic  Places 60.9
Watching f o r  W i ld l i f e 54.5
Shopping 51.0
Fishing 32.9
Camping 29.5
C o lle c t ing  Rocks 21.3
Hiking 19.7
Water Sports 14.2
Attending Rodeos 10.2
Horseback Riding 9.4
Source: Robert F. Wallace and Daniel R. Blake,
Montana Travel Study (M issoula, Montana: U n ive rs ity  o f
Montana, Bureau o f  Business and Economic Research, 
adopted from Table XXXV), 1966, p. 70.
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can be found in d ic a t in g  how much serv ice s ta t io n  trade is  created 
by to u r is ts  and how much is  created so le ly  from other patrons.
Perhaps the most d e f in i t i v e  and re l ia b le  estimates o f  to ta l
t o u r is t  expenditures have come out o f  the Wallace and Blake Montana
Travel Study undertaken in  1963-64. The study estimated th a t  to ta l
expenditures, by a l l  t rave l p a r t ie s ,  would be a t le as t $91 m i l l io n  
18
annually . This represents a conservative c a lcu la t io n  o f the 
annual co n tr ib u t io n  to  Montana's economy.
In the M issou lian , published in  Missoula, Montana, an 
a r t i c l e  appearing in  the June 13, 1969, issue contains pe rt ine n t 
in fo rm ation  supplied by Gordon Bennett, Chairman o f  the Unemployment 
Compensation Commission o f  Montana. This o f f i c i a l  estimated tha t 
to u r is ts  w i l l  "e n r ich " Montana's economy by at le a s t $160 m i l l io n  
in  1969. His estimates were based on reports from the twenty-three 
loca l employment o f f ic e  areas w ith in  the s ta te .
In general, a l l  stud ies attempting to measure to ta l  expendi­
tures o f  to u r is ts  have used the same technique. That i s ,  they take 
the average s tay , in  n ig h ts ,  o f  the to u r is ts  and m u lt ip ly  th is  times 
the to ta l  number o f  v is i t o r s .  This gives the person-days. The 
person-days f ig u re  is  then m u l t ip l ie d  by the expenditure per 
party-day to a r r iv e  a t  the to ta l  estimated expenditures. For 
example, i f  the average stay per person were f iv e  n ights and a 
to ta l  o f  1,000 to u r is ts  v is i te d  the area, th is  would represent 
5,000 person-days. The 5,000 person-day f ig u re  is  m u lt ip l ie d  by
T ^ lb id . ,  p. 103,
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average d a i ly  expenditures o f e igh t d o lla rs  to a r r iv e  a t a to ta l  
estimated expenditure o f  $40,000.
As was suggested e a r l ie r  in  th is  sec t ion , the d i f f i c u l t y  
w ith  measuring the economic impact o f  t o u r is t  trade l ie s  in d is ­
t in g u ish in g  money spent by to u r is ts  from money spent by n o n - to u r is ts .
Various methods have been suggested as crude in d ica to rs  o f  th is  im­
pact and w i l l  be mentioned here.
Frank V a lg e n t i,  in  a thes is  w r i t te n  in  1964, described
methods used by the Columbia Basin Inter-Agency Committee when i t
attempted to measure the economic impact o f  the outdoor recreation
19t o u r is t  in du s try  in  the P a c if ic  Northwest. The methodology as 
described is  shown in  Table 4.
Before one can accept the method described in  Table 4 as 
being re l ia b le  and accurate, two assumptions must be made. F i r s t ,  
employment generated is  one o f  the best in d ica to rs  o f  the impact 
tourism  has on the s ta te .  The second assumption is  much more 
questionable and centers around the actual determination o f em­
ployment generated. As can be seen from Table 4, because to u r is t  
expenditures account fo r  10% o f  the to ta l  food sa les, fo r  example, 
the argument is  th a t 10% o f  the to ta l  employment in  food businesses 
is  created by to u r is t s .  That a d o l la r  o f  expenditure fo r  food is  
supported by the same amount o f  labor as a d o l la r  spent fo r  lodging 
is  q u ite  u n re a l is t ic .  For example, a storekeeper in  a small country
19
Frank V a lgen ti,  "A Presentation and Evaluation o f the 
Outdoor Recreation T o u r is t  Industry  in Montana", (Unpublished 
Master’ s Thesis, U n ive rs ity  o f  Montana, Missoula, Montana, 1964), p. 22,
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A DESCRIPTION OF A TECHNIQUE 
TO MEASURE EMPLOYMENT 
CREATED BY TOURISM
21
Est. Percentage Total Est. Total Tou ris t
o f  T o u r is t T o u r is t Montana Expend. %
D o lla r  Spent For Expenditure Sales o f Total Sail
Food 31% $35,340 $309,000 10%
Lodging 17 19,380 25,000 68
Transporta tion 
Other Rental
16 18,240 70,000 23
Purchases 
Amusement and
17 19,380 64,000 23
Recreation 
Mi seellaneous
6 6,840 
13 14,820 
100% $114,000,000
Est. % Traced
11,000 
Est. F u l l -
62
Full-Time
Employment
To Tourism 
(Column 4)
Time Tourism 
Employment
Food 16,204 10% 1,620
Lodging 
Other Rental
3,607 68 2,453
Purchases 
Amusement and
2,451 23 564
Recreation 1,427 62 885
Transporta tion 3,061 23 704
6,226
Note: The f ig u re s  used in  th is tab le  are not meant to  be
exact. They are merely used to  i l l u s t r a t e  
f ig u re s  in  Column 1 w i l l  be used again and
a technique, 
explained.
The
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Store might make only one hundred d o l la rs  worth o f sales In a 
day, whereas, a person working in  a la rge motel might e a s ily  make 
sales fo u r  o r f i v e  times th is  f ig u re .  However, as is  adequately 
pointed out by Mr. Valgenti in  his paper, th is  technique is  not 
meant to be exact. I t  does give a very , rough in d ica t io n  o f  the 
d i r e c t  employment generated by tourism and as he says "exactness
20and p rec is ion  must be s a c r i f ic e d  fo r  knowledge and understanding."
The second technique to be described rests on the same basic 
assumptions as the f i r s t .  B r ie f l y ,  i t  may be explained as fo llow s . 
On a na tional scale personal income may be computed as a percent o f 
gross na tiona l product (h e re in a f te r  re fe rred  to as GNP). From 
governmental pub lica tion s  to ta l  personal income o f  Montanans may 
be found. Given the r a t io  o f  na tional personal income to GNP and 
the personal income o f  Montanans, the gross product (amount spent 
fo r  a l l  goods and serv ices) fo r  Montana may be computed. Next, a 
r a t io  o f  to ta l  t o u r is t  expenditure fo r  the year to  s ta te  gross 
product is  computed. This r a t io  is  m u lt ip l ie d  by to ta l  s ta te  em­
ployment to get employment necessary to  support tourism. Of 
course, the assumption is  th a t  because to u r is t  expenditures were X 
percent o f  gross product, then X percent o f  to ta l  s ta te  employment 
must be caused by the t o u r is t  trade.
These techniques are not sound in d ica to rs  o f  employment 
generated by t o u r is t  trade. The inherent weaknesses suggest the 
d i f f i c u l t y  w ith  measuring the impact o f  tourism . U n re a lis t ic
20 I b i d . , p. 23.
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assumptions as described above make any comparison o f labor 
generated by Montana in d u s tr ie s  and labor generated by tourism 
inaccurate.
Nature o f  Jobs Supporting T ou r is t  Trade
Relying neav ily  on the Montana Travel Study, an examination 
o f the jobs needed in  the t o u r is t  indus try  may be made.
The Montana Travel Study estimates th a t  the d is t r ib u t io n  
o f average d a i ly  expenditures o f  a l l  t rave l pa rt ies  fo r  an e n t ire  
year would appear as in Table 5.
TABLE 5
DISTRIBUTION 
AVERAGE DAILY EXPENDITURES 
ALL TRAVEL PARTIES
Meal s 30.3%
Lodging 27.1
Auto 23.6
Recreati on 7.3
Food 3.2
Other tran sp o rta t io n 2.2
Other 6.3
100.0%
Source: Montana Travel Study, c. 95.
This in fo rm ation  reveals th a t  the main b e n e f ic ia r ie s  from trave le rs  
are those involved in prov id ing auto serv ices , meals, and lodqino. 
Tourism creates ennlcyment in these firm s through increased demand.
These f igu res  in d ica te  b e t te r  than e igh ty  cents o f  every 
t o u r i s t  d o l la r  is  spent e i th e r  fo r  food, cars or lo d g im .  The
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wages paid to employees in  those businesses most d i r e c t ly  in ­
volved w ith  ca te r ing  to  to u r is ts  are in te re s t in g  to note.
TABLE 6
WAGES RECEIVED IN BUSINESSES 
CATERING TO TOURISTS
Wage Payments to
Covered Workers Per Capita
Employees Taxable Before Tax
(T o ta l) Wages (To ta l) Earnings
Eating and Drinking Businesses 9220 $ 20,610,785 $2235
Auto and F i l l i n g  S tations 7492 22,633,810 3020
H ote ls , Rooming Houses, Camps 3666 8,345,461 2276
Mining 4673 19,436,651 4159
Contract Construction 12262 58,225,753 4748
Durable Goods Manufactured 13680 50,816,694 3215
Note: These f ig u re s  are fo r  the f is c a l  year 1968 and are 
on ly o f  covered employees. They are not gross wages, but are taxable 
wages.
Source: Thirty-Second Annual Report on Employment Security
in  Montana, p. 27.
For comparative purposes, na tiona l hourly  wages data must 
be used as there are non a va ila b le  f o r  Montana alone. This in ­
formation is  found in  Table 7.
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TABLE 7
NATIONAL HOURLY WAGE DATA 
VARIOUS INDUSTRIES
Type o f  Industry 1967 1966
Hote ls , Motels, and T o u r is t  Camps $1.55 $1.43
Eating and Drinking Places 1.49 1.40
Manufacturing (Durable Goods) 3.00 2.90
Lumberi ng 2.36 2.25
Mini ng 3.19 3.05
Contract Construction 4.11 3.89
Source: Bureau o f  Labor S ta t is t ic s ,  Monthly Labor Review,
Vol. 91, No. 11, Table C-1, (Washington D.C.: Government P r in t in g
O ff ic e ;  U.S. Department o f  Labor, Superintendent o f  Documents), 
1966-1967, pp. 106-118.
These f ig u re s  suggest th a t  i f  t o u r is t  trade were to increase 
on a la rge sca le , concomitant increases in low-paying businesses 
would have to occur. Increases in  the number o f  employees working 
in  these areas c e r ta in ly  would have a minimal a f fe c t  on improving 
per cap ita  income.
Seasonality
In the immediate fu tu re ,  most Americans g a in fu l ly  employed 
w i l l  continue to work an average o f  40 hours a week and have the 
standard two or three week paid vacation during the summer months. 
Any trend away from th is  basic pa tte rn  w i l l  undoubtedly be slow in 
coming, as people n a tu ra l ly  w i l l  want the most ideal conditions 
( i . e . ,  weather and bare roads) fo r  t h e i r  le is u re  t r a v e l .  The degree 
o f  t o u r i s t  seasonality  may be seen in  the fo l lo w in g  ta b le . Although
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the f ig u re s  in  column two are eleven years o ld ,  they do i l l u s t r a t e  
how the summer months o f  June, J u ly ,  and August exceed the other 
months, percentagewise, in  terms o f  t o u r is t  t ra v e l .
TABLE 8 
SEASONALITY OF TOURISM
Month
Percentage o f  Montana 
Families Vacationing During 
Each Month o f  Yeara
Percentage o f  O ut-of-S tate 
Vehicles to Total Vehicles 
Entering G lac ier Park°
J 2.0 2.3
F 4.0 2.4
M 4.0 3.5
A 6.6 4.6
M 7.3 6.6
J 20.5 17.0
J 30.5 20.7
A 21.9 19.3
S 8.6 9.8
0 4.6 6.8
N 2.0 4.2
D 4.6 3.2
*North Star Research and Development I n s t i t u t e ,  Developing 
and Financing Priva te  Outdoor Recreation in  the Upper Midwest 
(Upper Midwest Research and Development C ounc il) ,  1966, p. 25.
*^William S. Peters and John S. W right, "T o u r is t  Travel 
and Expenditures in  Montana", Montana T o u r is t  Survey: 1958
( fo r  Montana State Highway Commission), 1958, p. 63.
The e f fe c t  o f  th is  seasonal increase in  demand may also be 
i l l u s t r a t e d  through E xh ib it  2 which shows employment f lu c tu a t io n s  in 
ea ting  and d r ink ing  places; auto and serv ice s ta t io n s ;  and h o te ls ,  
rooming houses, camps, e t c .—mainstays o f  t o u r is t  trade.
The consequences o f  seasonality  are fa r  reaching. In 
a d d it io n  to  depressing average per cap ita  income and adding to
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9 ,0 0 0
a tin g  and d rink ing  
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Source: Cum)uted from: Unemployment Compensation Commission, T h i r t y - F i r s t  Annual Report on Employment
Secur i t y  in Montan^, Table 9, pp. 18-19.
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unemployment in  a s ta te  already beset w ith  th is  problem, the un­
employment compensation paid to workers in  the areas o f  "eating 
and d r in k in g  estab lishm ents", and "h o te ls ,  rooming houses, and 
camps" exceeds the to ta l  co n tr ibu t ion s  made by these employees.
For f is c a l  1968 workers in  these two areas con tr ibu ted  a to ta l  o f 
$530,191 and then received as bene fits  an amount to ta l in g  $721,349.
21They are being subsidized by workers in  the more s tab le  in d u s tr ie s .
Tourism as a Year Round Business
That the t o u r is t  in du s try  may turn  in to  a year round 
business seems to  have much support by those who po in t at the 
p o p u la r i ty  o f  s k i in g  areas. However, a study o f  ski areas in  the 
Upper Midwest released by the Ninth Federal Reserve Board, "Ski 
Resorts in  the Ninth D i s t r i c t " ,  sheds new l i g h t  on the f in a n c ia l 
d e s i r a b i l i t y  o f  s k i in g .
? 1Thirty-Second Annual Report on Employment Security  in 
Montana, p. 18.
Reproduced with permission of the copyright owner. Further reproduction prohibited without permission.
TABLE 9
FINANCIAL DESIRABILITY OF SKIING
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Ski Areas Average Average Average Rate
Reporting Investment P r o f i t o f  Return
Upper Midwest 26 $124,692 $2,474 1.98%
Minnesota 10 160,800 3,950 2.46
Upper Michigan 4 116,250 2,375 2.04
Montana 7 101,286 2,786 2.75
N.W. Wisconsin 5 92,000 874 .95
Source: Federal Reserve Bank o f  M inneapolis, Ski Resorts
in  the Ninth D i s t r i c t ,  Business Report Series No. 1, November, 1964, 
J71T .
Not only do sk i f a c i l i t i e s  have a h is to ry  o f low re tu rn  on 
c a p i ta l ,  but evidence ind ica tes  s k i in g  w i l l  not continue to expand 
a t a ra te  equal to  th a t o f  the past few years. Most o f  the United
States sk ie rs  are from C a l i fo rn ia  (37%) and the Washington-Idaho
2?area (22%). This places a l o t  o f  sk ie rs  many miles from Montana.
In a d d it io n  o ther conclusions are ju s t  as warranted, inc lud ing  the 
fa c t  approximately 60% o f  U.S. sk ie rs  reside in  s ta tes in  which ski 
f a c i l i t i e s  already e x is t ,  and these are the sta tes c losest to  Montana, 
In s p ite  o f  a p o te n t ia l slow down in  s k i in g  by Americans, 
the fu tu re  as fa r  as lo ca t io ns  o f  possib le  new ski s i te s  is  b r ig h t  
f o r  Montana. A number o f  p o te n t ia l loca tions  are placed w ith in  the 
s ta te  and in  neighboring sta tes o f  Washington, Oregon, and Idaho.
This is  encouraging when the fa c t  sk ie rs  spent nearly $3 m i l l io n  in
2^U.S. Department o f  A g r ic u l tu re ,  "S k iing  Trends and 
O pportun it ies  in  the Western S ta tes" , U.S. Forest Service Research 
Paper, INT-34, 1967, pp. 9-11.
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Montana in  1 9 6 4  is  c o n s i d e r e d . An o f fs e t  to  the summer seasonal­
i t y  may occur as a r e s u l t .
The M u l t ip l ie r
At th is  p o in t  an analysis o f  the economic p r in c ip le  o f  the
" c i r c u la r  f lo w  o f  income" is  appropria te . As a d o l la r  is  passed
from a consumer ( la b o re r)  to  a r e t a i l e r ,  from the r e t a i le r  to  a
wholesa ler, from the wholesaler to  a manufacturer, and from the
manufacturer to  a labo re r (consumer) the c i r c le  is  completed. The
d o l la r  has generated income fo r  each in d iv id u a l ,  and the more times
i t  makes th is  c i r c u la r  journey the more income is  created fo r  each.
This passing from f i rm  to household and back again is  ca lled  the
" c i r c u la r  f low  o f  income.
When a f i rm  makes an investment (o r  in je c t io n )  i t  has a
fa r  reaching and m u lt ip le  e f fe c t  on many in d iv id u a l 's  income. "The
r a t io  o f  the increase in  e q u il ib r iu m  income to the increase in the
25in je c t io n  th a t  brough i t  about is  known as the m u l t ip l ie r . "
The m u l t ip l ie r  e f fe c t  must be considered w ith in  d e f in i te  
boundaries. The more narrowly the boundaries are defined, the 
lower w i l l  be the percentage o f  money respent w i th in  i t .  I f ,  in
Z^I b id . ,  p. 9-11.
24%!chard G. L ipsey, and Peter 0. S te ines, Economics, 
(Harper and Row: New York), 1966, p. 526.
^ ^ Ib id . ,  p. 556.
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fa c t ,  ( re fe r r in g  to the " c i r c u la r  f low " example) the r e t a i le r  had 
purchased h is  product from a wholesaler located outside the local 
economy, the m u l t ip l ie r  e f fe c t  o f  th a t  d o l la r  o f  expenditure 
would be g re a t ly  reduced. The reason being th a t  as the consumer 
( la b o re r)  makes a purchase, he creates a need fo r  the r e t a i le r  to 
rep lenish h is  inven to ry  stock. But, the replacement purchase from 
the wholesaler in  an adjacent s ta te  or economic area immediately 
stops the d o l la r  from m u lt ip ly in g  w ith in  the loca l economy.
No stud ies measuring the m u l t ip l ie r  e f fe c t  o f  a d o l la r  
spent fo r  consumption or investment in  Montana have been done. 
Nevertheless, stud ies have been completed in  New Hampshire and 
Wyoming which w i l l  shed l i g h t  on the area. I t  must be emphasized 
th a t  the conclusions found in  the New Hampshire study are not 
necessarily  in d ic a t iv e  o f  what might be the case in  Montana. In ­
ferences fo r  Montana might be made from the re su lts  o f  both 
s tu d ie s ,  but they would be impossible to subs tan tia te . However, 
the stud ies are very in te re s t in g  and are d i r e c t ly  concerned w ith  the 
t o u r is t  in d u s try .
The Eastern Study
In the New Hampshire study, i t  was estimated th a t $135 
m i l l io n  were spent by to u r is ts  in  the s ta te  in  1958. Of th is  
amount only $40 m i l l io n  was a l lo t te d  fo r  wages, s a la r ie s ,  p r o f i t s ,  
rents and in te re s t .  The remaining $95 m i l l io n  was spent by 
t o u r i s t  businesses fo r  the purchase o f  goods and services from
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other b u s i n e s s e s . W h a t  i s o f  vast importance to  know next is  
where these "o th e r businesses" were located. I f  they were located 
outside o f  the s ta te  o f  New Hampshire, they would not con tr ibu te  
d i r e c t ly  to the m u l t ip l ie r  e f fe c t  w i th in  i t s  economy.
The authors o f  the study, through estim ates, found th a t  25% 
o f  the $95 m i l l io n  o r $24 m i l l io n  were spent in  purchasing from 
o u t-o f -s ta te  su p p l ie rs .  This 25% would never be d i r e c t ly  m u l t ip l ie d  
w i th in  the economy o f  New Hampshire.
Now, considering the $40 m i l l io n  o f  wages, s a la r ie s ,  p r o f i t s ,  
rents and in te re s t ,  the study attempted to  estimate how much re ­
mained w ith in  the s ta te .  The authors ca lcu la ted  th a t  (1) considering 
40% o f  the New Hampshire sutraner employees were not residents and 
th a t (2) approximately 13% o f  t ra v e l-s e rv in g  in d u s tr ie s  were owned 
by o u t -o f -s ta te  re s id e n ts ,  then a t  le a s t  20-25% o f  the $40 m i l l io n  
was received by residents o f  o ther s ta tes . However, the $8 to $10 
m i l l io n  earned by residents o f  o ther s ta tes was not t o t a l l y  lo s t  to  
New Hampshire's economy. The authors ca lcu la ted  th a t  o u t -o f -s ta te  
employees would spend 30% o f  t h e i r  wages w ith in  New Hampshire.
Of the $30-$32 m i l l io n  received by residents only about 75% was 
spent by them w ith in  the s ta te .  The remainder was engulfed mainly 
by taxes and savings.
As fa r  as the m u l t ip l ie r  e f fe c t  was concerned, the $40 
m i l l io n  spent fo r  fa c to r  payments, a llow ing  fo r  leakages at
Paul Hendrick, Richard L. P f is te r ,  and Martin Segal, 
Vacation Travel in  New Hampshire - -  A Survey and Analysis (Depart- 
ment o f  Research and Economic Development: Concord, New Hampshire),
1962, pp. 41-51.
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various s ta te s ,  was estimated to  add up to between $60 and $65 m i l l io n  
o f  income w ith in  the s ta te .  The $95 m i l l io n  spent f o r  goods and 
services o f  other businesses m u l t ip l ie d  to approximately $160 
m i l l io n  in  income. The to ta l  m u lt ip le  e f fe c t  o f  the $135 m i l l io n  
o f t o u r is t  expenditures equalled approximately $220 m i l l io n  
w ith in  the s ta te 's  economy--or a m u l t ip l ie r  o f  1.63.
Western Study
The Wyoming study may be more re levan t.  I t  determined the
turnover e f fe c t  o f  a d o l la r 's  worth o f  sales revenue in  various
27southwestern Wyoming in d u s tr ie s .
Referring again to the Wallace-Blake estimates found in  the
Montana Travel Study, where i t  is  stated th a t o f the typ ica l to u r is t
d o l la r  81.0% w i l l  be spent on meals, auto, and food, we f in d  the 
fo l lo w in g  m u l t ip l ie r s  given in  the Wyoming study: gas and auto,
1.73; food and d r in k ,  1.84: and r e t a i l ,  a l l  o thers , 1.58. Lodging, 
which accounts fo r  27.1% o f  the t o u r is t  d o l la r ,  deals not in  goods 
but services and the re fo re  has a higher m u l t ip l ie r ,  2.29.
Let us now compare these f ig u re s  w ith  m u l t ip l ie rs  o f  in ­
dus tr ies  common to  Montana not d i r e c t ly  re la ted  to  tourism: 
a g r ic u l tu re ,  2.32; lumber, 2.23; manufacturing (not inc lud ing  
lumber) 2.37. As data in  both stud ies in d ic a te ,  a d o l la r  o f 
t o u r is t  expenditure may " leak out" o f  a given economy fa s te r  than 
a d o l la r  from more basic in d u s tr ie s .
Z^Floyd K. Harmston, In d ire c t  E ffe c t o f  T ou r is t  Expenditures 
in  a Western Community, D iv is ion  o f Business and Economic Research, 
U n iv e rs ity  o f  Wyoming, Laramie. Mimeo., no date.
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This e f fe c t  is  e sp e c ia l ly  true  in  s ta tes th a t  do not have 
extensive wholesaling f a c i l i t i e s .  In Montana as well as in  Wyoming 
r e ta i le r s  must o ften  purchase th e i r  goods from o u t-o f -s ta te  su p p lie rs ,  
w h ile  a g r ic u l tu re  and manufacturing u t i l i z e  more loca l resources.
The same Wyoming study also found th a t each new d o l la r  
generated d i f f e r in g  amounts o f  personal income fo r  residents 
depending on where i t  was spent.
TABLE 10
INCOME GENERATED FROM 
DOLLARS EXPENDED IN 
VARIOUS INDUSTRIES
Industry
A g r ic u l tu re
Lumber Manufacturing
Other Manufacturing
Lodging Places
Eating and Drinking Places
Gas S ta tions and Automotive Stores
Other R e ta il Stores
Personal Income to 
Residents from Each 
D o lla r  o f  Export Sales
$ .81 
.77 
.63 
.53 
.41 
.39 
.28
Source: Floyd K. Harmston, In d ire c t  E ffe c t o f  T ou ris t
Expenditures in  a Western Community, D iv is ion  o f Business and 
Economic Researcfi, U n iv¥ rs ity  o f  Wyoming, Laramie. Mimeo., no 
date.
The highest income to residents from those indus tr ies  
ca te r in g  to  to u r is ts  was received from lodging places. This is  
probably due to the sale o f  services which are la b o r- in te n s ive  
ra th e r  than goods.
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U n s ta b i l i t y  o f  Tourism
Tourism is  an unstable in d u s try .  I t  is  sub ject to  changes 
in ta s te  and unpred ic tab le  changes in  weather. During years o f  
minor o r  severe recession, one o f  the items to  be decreased in  the 
average in d iv id u a l 's  budget is  the amount o f  time he spends fo r  
such le is u re - t im e  a c t i v i t i e s  as t o u r is t  t r a v e l .  This may be 
i l lu s t r a te d  through the fo l lo w in g  tab le  covering the years 1957-58 
which were the la s t  years o f  major recession in  the na t ion 's  
economy ;
TABLE 11
TOURISM AS AN UNSTABLE INDUSTRY
Personal Income® 
( B i l l io n s  
o f  D o lla rs )
V is i ts  to  Areas 
Administered by 
National Park 
Service (Thousands 
o f  People)
V is i ts  to*'
Yellowstone 
G lac ie r Park Park 
(Thousands (Thousands 
o f  People) o f People
1955 $ 310.9 50,009 674 1,369
1956 333.0 61,602 719 1,458
1957 351.1 68,016 759 1,596
1958 361.2 65,461 707 1,442
1959 383.5 68,900 722 1,409
U.S. Department o f  Commerce, O ff ice  o f  Business Economics, 
1967 Business S ta t is t ic s  16th B ienn ia l E d i t io n . Supplement to 
Survey o f  Current Business (U.S. Government P r in t in g  O ff ice : 
Washington D .C .), p. 65.
^U.S. Bureau o f  the Census, S ta t is t ic a l  Abstract o f  the 
United S ta tes: 1960 (E ig h ty -F irs t  E d i t io n ) ,  Washington D.C., 1960,
p. 1911
^Calculated from f igu res  found in S ta t is t ic a l  A bs trac t(s ) 
o f  the United S ta tes, 1955-1960.
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Not on ly is  t o u r is t  t ra ve l d i r e c t ly  re la ted  to  the affluence 
o f  the n a t io n 's  economy as a whole, the la te s t  f ig u re s  ind ica te  
th a t  t o u r is t  expenditure in  Montana f lu c tu a te s  w ide ly  on a year by 
year bas is . To exemplify t h is ,  a comparison o f  to ta l  estimated 
expenditures o f  to u r is ts  in  Montana w ith  to ta l  income in  Montana 
from a g r ic u ltu re  and lumber can be made in  Table 12.
TABLE 12
TOTAL INCOME FROM TOURISTS 
AND TOTAL INCOME FROM 
AGRICULTURE AND LUMBER
O ut-o f-S ta te  V is i to rs ^  
Total Expenditures
Income in  Montana^ 
From A g r icu ltu re
Income in  Montana* 
From Lumber
1958 89,278,023 450,361,000 70,703,000
1959 87,714,165 441,255,000 86,043,000
1960 96,787,486 422,986,000 80,043,000
1961 84,956,052 379,318,000 79,942,000
1962 114,725,146 433,326,000 89,457,000
^Montana Highway Commission, Planning Survey D iv is io n ,
Five Years o f  T o u r is t  Studies in  Montana, Helena, Montana, 1963, 
p. 3.
^Montana S ta t is t ic a l  Review 1967, p. 22. 
c i b id . , p. 22.
Capita l In te n s i ty
In Montana where the problem o f  a higher than average un­
employment ra te  e x is ts ,  i t  is  in  the s ta te 's  best economic in te re s t  
to  promote in d u s tr ie s  th a t  re ly  heav ily  on labo r. Figures are not 
a v a i la b le  th a t w i l l  in d ica te  the amount o f  employment generated in
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Montana per d o l la r  o f  t o u r is t  expenditures. However, i t  has been 
suggested th a t  small serv ice type in d u s tr ie s  provide more employ­
ment per d o l la r  o f  expenditure than many large park p ro jec ts  which
28
req u ire  la rge expenditures fo r  land a cq u is it io n s  and machinery.
Tourism as a Source o f  State Revenue
Montana res idents b e n e f i t  in d i r e c t ly  and the s ta te  govern­
ment d i r e c t ly  from o u t -o f -s ta te  expenditures fo r  f is h  and game 
lice n se s , na tiona l park fees, and gasoline taxes. (Table 13 con­
ta in s  in fo rm ation  on non-res ident l icense  sales and, a lso, gross 
revenue from these sa le s .)  Whenever to u r is ts  purchase gasoline 
they pay a tax and to ta l  revenue from th is  tax is  qu ite  substan tia l 
"T ou r is ts  a c tu a l ly  pay back in  gas taxes about f i f te e n  times the 
money spent on t o u r is t  promotion. The highway department reports 
th a t  Montana v is i t o r s  pay more than $2 r „ i l l i o n  a year in  s ta te  gas 
t a x e s T h e  s ta te  government w i l l  b e n e f it  through property 
taxes i f  o u t -o f -s ta te  res idents own summer homes and make improve­
ments on real es ta te .
no
U.S. Department o f  Commerce, Economic Development Ad­
m in is t ra t io n ,  Tourism and Recreation, (A rthu r D. L i t t l e ,  I n c . ) ,  
1967, p. 46.
Z^Montana State Advert is ing  Department B iennia l Report 
1964-66, (Helena: Montana State Highway Department).
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MONTANA HUNTING AND FISHING LICENSE SALES
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1963 1964 1965 1966 1967
Resident F ishing 195,847 111,268 113,500 119,740 119,983
Non-resident F ishing 60,998 58,420 62,233 70,168 58,021
Resident Big Game 122,291 125,123 126,424 130,686 141,209
Non-resident Big Game 7,183 8,114 7,615 9,268 7,491
Montana Fish and Game Department 
P a r t ia l  Statement o f Income 
May 1 , 1967-April 30, 1968
License Sales
Non-resident L im ited F ishing 51,060 @$ 5.00
Non-resident Season F ishing 6,961 @$ 15.00
Non-resident Big Game 7,491 @$125.00
$255,300.00
$104,415.00
$936,375.00
Source: B ienn ia l Report, Montana Fish and Game Commission.
1, 1966 through A p r i l  30, 1968, p. 19.May
Reproduced with permission of the copyright owner. Further reproduction prohibited without permission.
39
CHAPTER IV 
SUMMARY AND CONCLUSION
Summary
The purpose o f  th is  paper is  to  look a t t o u r is t  trade as 
an in d u s try —an in du s try  owned by a l l  those establishments ca te ring  
to  the needs o f  vacation ing people. The to u r is t  indus try  may 
o f f e r  an easy so lu t io n  to  the s ta te 's  economic problems in the 
minds o f  many people. The p o p u la r i ty  o f  th is  b e l ie f  is  seen often 
in  newspapers, magazine a r t i c le s ,  and s ta te  p u b l ica tion s .
The su rv iva l and b e n e f it  o f  any indus try  to a s ta te 's  economic 
growth depends upon the stage o f  economic development the s ta te  has 
progressed to . For th is  reason, the paper begins w ith  an analysis 
o f  the economic foundation Montana's economy rests upon. An e f f o r t  
is  made to  place the s ta te  in  perspective w ith  the nation and the 
Rocky Mountain area in so fa r  as per cap ita  income, population 
growth, unemployment trends, e t c . ,  are concerned. Moving from the 
s ta te 's  r e la t iv e  p o s it io n  an ana lys is  is  made o f  her t ra d i t io n a l  
and cu rren t sources o f  employment and income. Areas o f  growth, 
t ro u b le  spots, and trends are discussed. Emphasis o f  the fa c t  
Montana appears to be in  a t r a n s i t io n a l  stage, between t o t a l l y  
agrarian  and t o t a l l y  manufacturing, is  made.
Chapter I I I  is  concerned w ith  presenting an economic evalu­
a t io n  o f  the t o u r is t  in du s try . The fa c t  th a t the t o u r is t  industry
Reproduced with permission of the copyright owner. Further reproduction prohibited without permission.
40
is  hard to  measure f o r  comparative purposes in so fa r  as to ta l  
revenue and employment generated are concerned is  pointed out.
The nature o f  jobs needed to  maintain tourism , the seasonality  
o f  tou r ism , the m u l t ip l ie r  e f fe c t  o f  a t o u r is t  d o l la r ,  and the 
s t a b i l i t y  o f  t o u r is t  trade are a l l  areas where considerable d is ­
cussion is  devoted. F in a l ly ,  the in d i re c t  b e n e f it  o f  s ta te 
res idents  to non-res ident expenditures fo r  licenses , fees, and 
gas tax is  presented.
Conclusion
Montana is  s low ly moving away from an agrarian-type economy. 
As steps are taken in  th is  t r a n s i t io n ,  real economic growth w i l l  
occur on ly i f  new means o f  l iv e l ih o o d  o f fe r  a l te rn a t iv e s  to  the 
s ta te 's  economic problems. The consequences o f  an agrarian , 
na tura l resources economy may be stated as fo l lo w s : (1) seasonal
unemployment, (2) depressed per cap ita  income, (3) retarded 
popu la tion growth and (4) lack o f  jobs demanding s k i l le d  or 
educated employees.
A purpose o f  th is  pro fess iona l paper is  to  see i f  the 
t o u r is t  in du s try  o f fe rs  a l te rn a t iv e s  to the s ta te 's  economic 
problems as o u t l in e d  above. Upon analyzing the s truc tu re  o f the 
t o u r is t  in d u s try ,  one must conclude i t  contains the fo llow ing  
c h a ra c te r is t ic s :  (1) The m a jo r i ty  o f  t o u r is t  trave l occurs during
three summer months, making th is  a very seasonal indus try . (2) The 
businesses ca te r ing  to to u r is ts  employ low wage, u n sk il le d  labor.
(3) Because businesses ca te r ing  to  to u r is ts  do not u t i l i z e  Montana
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resources to  the ex ten t o f  o ther in d u s tr ie s ,  a d o l la r  o f  t o u r is t  
expenditure "leaks ou t" o f  an economy fa s te r  than a d o l la r  spent in  
a business u t i l i z i n g  loca l resources and loca l sources o f supply.
(4) Tourism is  d i r e c t ly  re la ted  to the a ff luence o f  the ra t io n .
(5) Estimates o f  to ta l  t o u r is t  expenditures reveal marked, annual 
f lu c tu a t io n s .  These fa c to rs  in d ica te  th a t  i f  Montana had a choice 
o f  poss ib le  in d u s tr ie s  to develop, the t o u r is t  indus try  should not 
be given high p r i o r i t y .
The la s t  statement above includes a phrase th a t is  the most 
important thought contained in  th is  paper— " i f  Montana had a choice". 
Montana does not have a real choice in so fa r  as promoting new indus­
t r ie s  to  develop w i th in  the s ta te .  At present, she lacks the founda­
t io n  necessary to  support in d u s t r ia l  d iv e r s i f i c a t io n .
I f  a l l  t o u r is t  t ra ve l could be stopped, a m a jo r ity  o f  
businesses ca te r ing  to  t o u r is t  trade would e i th e r  shut down or la y ­
o f f  employees. The job  op p o rtu n it ie s  w i th in  the s ta te  today are 
not numerous enough to  absorb these workers. They may have no 
a l te rn a t iv e  means o f  income. In the sense th a t  work in  the to u r is t  
in d u s try  is  b e t te r  than no work a t  a l l ,  tourism does represent a 
real economic asset to  the s ta te .  The pleasures o f  l i v in g  w ith in  
Montana's r e la t iv e ly  clean and unspoiled environment, coupled 
w ith  employment op po rtu n it ie s  w ith in  the t o u r is t  in d u s try ,  may com­
p le te ly  s a t is fy  those residents who earn a l i v in g  a t businesses 
ca te r in g  to the t o u r is t  d o l la r .
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